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President Truman has transmitted to President Quirino 
the report on the economic problems of the Philippines 
prepared by the Survey Mission headed by D. W. Bell, 
former Under-Secretary of the Treasury. At the request 
of the Philippine Government, this Mission was sent 
to the Philippines early in July and submitted its report 
to President Truman early in October. 

The Mission notes the unsatisfactory economic situ- 
ation in the Philippines and the deterioration that has 
taken place in the past two years. It urges that positive 
measures be taken to deal promptly with the critical eco- 
nomic problems. 

On public finance, the Report recommends that tax 
revenues be increased by about 70 per cent, largely 
through taxes on high incomes and large property hold- 
ings. The increase in tax revenues is stated to be neces- 
sary to avoid further inflationary borrowing from the 
Central Bank or the Philippine National Bank. 

On agriculture, the Report recommends that rural 
banks be established to provide production credit for 
small farmers. To facilitate wider ownership of land, 
the Mission recommends the purchase of large estates 
for resale to small farmers and the opening of new lands 
for settlement. Special consideration is recommended 
for measures to increase the yield of basic crops. 

The Report stresses the importance of diversifying the 
Philippine economy by encouraging new industries and 
by providing adequate power and transportation facili- 
ties. It recommends the establishment of a Philippine 
Development Corporation that would help finance pro- 
ductive enterprises without the use of inflationary credit. 















The International Bank for Reconstruction and Devel- 
opment announced on October 30 that three loans total- 
ling $25.4 million had been granted to the Kingdom of 
Thailand for the rehabilitation of the Royal State Rail- 
ways, the development of the port of Bangkok, and for 
irrigation, drainage and water communications in the 
Central Plain. These are the first loans to be made by the 
Bank to a country in southeast Asia, and bring the total 
amount of loans granted by the Bank to more than $1 
billion. 

The loan for the rehabilitation of the railways, which 
is the most important measure still to be completed in 
the postwar reconstruction of Thailand, amounts to $3 
million. It will be used to finance the procurement of 
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The Report recommends a special emergency levy of 
25 per cent, for a period not to exceed two years, on all 
imports except certain basic foods and fertilizer. While 
recognizing the present need for exchange and import 
controls, the Report recommends that their administra- 
tion should be simplified and the full remittance of cur- 
rent earnings permitted. 

Other recommendations include the establishment of a 
minimum wage to provide subsistence standards of living 
and improved health, education, and housing facilities. 
It is also recommended that the civil service should be 
placed on a merit basis and civil service salaries raised. 

The Report recommends U.S. financial assistance of 
$250 million through loans and grants, to help in carry- 
ing out a five-year program of economic development. 
A US. technical mission would assist the Philippine 
Government in its agricultural and industrial develop- 
ment, land reform, fiscal administration, and the health, 
education, and labor programs. 

The Report points out that “no one must expect that 
even so comprehensive a program as this will quickly 
or automatically remove all the ills of the Philippine 
economy. What it can do is to provide an environment 
in which the people of the Philippines can work out a 
reasonable solution of their problems. What they ulti- 
mately achieve will be determined primarily by their own 
efforts and by the devotion of the Philippine Government 
to the interests of all the people.” 

Source: Report to the President of the United States by 
the Economic Survey Mission to the Philippines, 
Washington, D. C., October 9, 1950. 


spare parts for rolling stock, the procurement and instal- 
lation of signalling equipment, and the redesigning and 
re-equipping of the railway workshops at Makkasan on 
the outskirts of Bangkok. 

The loan for the development of the port of Bangkok 
amounts to $4.4 million. The channel through the bar 
at the mouth of the Chao Phya River will be deepened 
and widened to permit ships of 10,000 DWT to enter the 
port. Additional equipment will be installed at the 
terminal at Klong Toi near Bangkok to handle the ex- 
pected increase in freight. The proceeds of the Bank’s 
loan will be used to meet the costs of the dredging to be 
done by a contractor and to purchase port equipment. 
The third loan, amounting to $18 million, is for finan- 
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cing the foreign exchange costs of a project for irrigation 
of rice lands in the Central Plain. The project consists of 
the construction of a barrage across the Chao Phya River 
near Chainat, about 100 miles above Bangkok, and of 
canals and water distribution systems, which are designed 
to provide an assured water supply to an area of about 
2,260,000 acres in the Central Plain. It is estimated that 
after the completion of the project and after allowing for 
increased internal consumption, there should be an in- 
crease of approximately 470,000 metric tons annually in 
the quantity of rice available for export. In addition, 
there should be about 75,000 tons of soya beans avail- 
able for export annually. The barrage near Chainat will 
be constructed to allow for the later installation of an 
hydraulic power plant to supplement the thermal capacity 
in Bangkok. 
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The railway and port loans are for a term of 15 years 
each and carry an interest rate of 234 per cent per an- 
num, plus commission at the rate of 1 per cent whith, in 
accordance with the Bank’s Articles of Agreement, is 
allocated to its special reserve fund. Amortization pay- 
ments, calculated to retire the loans by maturity, will 
start on April 15, 1954. The irrigation loan is for a 
term of 20 years and carries an interest rate of 3 per cent 
per annum, plus the usual 1 per cent commission for 
allocation to the special reserve fund. Amortization pay- 
ments will start on April 15, 1956. 


Source: International Bank for Reconstruction and 
Development, Press Release, Washington, D. C., 
October 30, 1950. 


Polish Monetary Reform 


On October 28 the Polish Government announced that 
during the week October 31 to November 5 a new zloty 
would be put into circulation. The cash of private 
persons and private enterprises is to be exchanged at the 
rate of 100 old zlotys to one new zloty, while cash of 
cooperative and state enterprises and institutions and 
the savings deposits of the working population will be 
converted at the rate of 100 to 3. Prices will be reduced 
to three-hundredths of their former level. It is not yet 
known how debts will be treated. The new zloty contains 
0.222168 grains of fine gold, which places it at par with 
the Soviet ruble and gives an exchange rate of 4 zlotys 
to one U.S. dollar. 

The reform reduces the real value of cash balances of 
private persons and entrepreneurs by two-thirds. This 
will affect not only black market operators, but also many 
private shopkeepers, artisans, and owners of small in- 
dustrial enterprises so that a large part of private business 
will be eliminated from the Polish economy—which ad- 
mittedly is one purpose of the reform. It will also im- 
poverish individual farmers who are in the habit of keep- 
ing sizable cash balances. Individual farmers will become 
more dependent on state credits and supplies of machin- 
ery and fertilizers, and the inducement to join cooperative 
farms will thus be strengthened. 

The effective exchange rate of the old zloty—400 zlotys 
to one U.S. dollar—represented approximately the real 
purchasing power of the zloty as indicated by cost-of- 
living indices. On this calculation the new exchange rate 


European Payments Union Report 

The report of the European Payments Union for its 
first three months of operations, ending September 30, 
showed Western Germany in a debtor position with a 
deficit of $177 million, the greater part of which was 
with Great Britain and France. Western Germany’s pay- 
ments position in EPU has since further deteriorated. 
Germany’s EPU quota, which determines her borrowing 


overvalues the zloty against the U.S. dollar and most 
other Western currencies by 200 per cent, since prices 
have been cut to three-hundredths of the previous level. 
The zloty also becomes overvalued in relation to the cur- 
rencies of other members of the Council of Mutual Eco- 
nomic Aid, although not to the same extent as against 
the U.S. dollar. 

The zloty probably remains undervalued in relation 
to the Soviet ruble. The exchange rate of the ruble, cal- 
culated according to estimated costs of living in the 
U.S.S.R. and in the United States, would probably be 
about 20 rubles to one U.S. dollar, while a similarly 
calculated rate for the zloty would be about 12 zlotys to 
the dollar. The new rate is, however, more favorable to 
Poland than the old in her relations with the U.S.S.R. 
insofar as purchases of services by diplomats, visitors, etc. 
are concerned. The new exchange rate will increase ex- 
penditures of Western diplomats in Poland by 200 per 
cent, unless a special diplomatic exchange rate is es- 
tablished. 

These exchange rates have no significance for ordinary 
trade transactions, the prices for which are negotiated 
by agreement, and as a rule correspond more to world 
market prices than to any relation between domestic 
U.S.S.R. and Polish prices. Trade transactions with 
Western countries are concluded at world market prices. 
Similarly, the formal linking of the zloty to gold has no 
real significance, since no foreign country is able to ex- 
change zlotys for gold. 


and lending operations with the Union, has been fixed 
at $320 million. Germany was thus entitled to run a 
first deficit of $64 million, or 20 per cent of the quota, 
entirely financed by credits. Of a second deficit of $64 
million, one-fifth, or $12.8 million, would require gold or 
dollar payments, with the Union lending the remaining 
four-fifths. By the end of September, however, a large 
part of the third deficit of $64 million, for which gold 
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settlements are required to the extent of two-fifths, had 

already been incurred. Germany has therefore had to 

pay in gold or dollars around $31 million. As the 

German deficit continues to grow, the liability for gold 

or dollar payments is proportionately much greater. 

Western Germany’s dollar reserves are estimated at some 

some $200 million. 

American officials in Western Germany attribute the 
deficit, which is regarded as temporary, to the following 
causes: (1) German imports of food and raw materials 
require immediate payment against exports of machinery 
for which payment is delayed; (2) Germany’s trade 
liberalization has been carried too far compared with 
that of some other countries which have retained more 
restrictions; and (3) German importers have recently 
been engaged in unusually heavy speculative buying. 

It is reported that Western Germany’s payments dif- 
ficulties will be the subject of a special study by the 
management of the European Payments Union. It has 
already been decided that clearing operations will be 
effected every month as from the current month instead 
of every two months, as originally contemplated for the 
rest of this year. In order to curb the expansion of bank 
credit, which is regarded as a factor contributing to the 
adverse payments position, the West German authorities 
have raised bank reserve requirements, while a deposit of 
50 per cent of the contract value is required from all im- 
porters as from October 15; and banks are not permitted 
to increase the volume of acceptance credit above the 
October 12 level. The discount rate has also been raised 
from 4 per cent to 6 per cent. 

The sterling area surplus in the European Payments 
Union in the quarter ending September 30 amounted to 
$96,120,000. Other members used “existing resources,” 
ie., sterling holdings held before June 30, 1950, to 
finance $16,374,000 of their deficit toward the sterling 
area. The United Kingdom has a surplus position of 
just over $70 million in EPU. 

‘In the same quarter, France has accumulated a net 

surplus of $190 million, which entitles her to receive a 

settlement in gold of about $40 million while about $150 

million remains a credit to EPU. French exports to 

OEEC countries reached $102 million in July and $95 

million in August, while imports were $56 million in 

July and $54 million in August. The trade surplus 

was also large in September, and tourist receipts were 

important during the summer months. 

Sources: Le Monde, Paris, France, October 24, 1950; 
The Wall Street Journal, New York, N.Y., Oc- 
tober 25, 1950; The Financial Times, London, 
England, October 24, 25, and 26, 1950; The 
Journal of Commerce, New York, N. Y., Oc- 
tober 25 and 31, 1950. 


Europe 


Financing of U.K. Rearmament 
A writer in the quarterly journal, Public Finance, 
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estimates that of the gross investment in the United 
Kingdom for 1950 of some £2,190 million, £1,160 mil- 
lion is under direct government control, the balance not 
being susceptible to direct influence by the government. 
If building work is excluded, the State sector is reduced 
to £475 million, of which £145 million represents. ex- 
penditure on railways, roads and parks, £45 million is 
for the post office, £115 million for electricity, and some 
£32 million for petroleum refineries and auxiliary plant. 
It is difficult to see how any of these investments could 
be reduced much further, so that it would be difficult, 
with taxation unchanged and consumption left almost at 
present levels, to find the resources for rearmament by 
reducing capital expenditure. 

Source: The Times, London, England, October 17, 1950. 


French 1951 Military Budget 


Although the French 1951 military budget cannot yet 
be accurately estimated, the order of magnitude of the 
more important items is beginning to take shape, follow- 
ing the discussions with the U.S. Government which led 
to the agreement of October 17, 1950 in Washington. 

Funds for direct deliveries of armaments to the At- 
lantic Pact countries financed entirely by the U.S. Govern- 
ment were appropriated by the U.S. Congress in 1949 
($1 billion), early 1950 ($1 billion), and July 1950 
($3 billion, excluding half a billion “offshore dollars”). 
Under the agreement of October 17, France is due to 
receive deliveries valued at $1.6-2.2 billion, or 30-44 per 
cent of these global appropriations. The deliveries which 
have already taken place (financed out of the 1949 ap- 
propriations, of which $300 million was earmarked for 
France) represent the equivalent of 560-770 billion francs. 

Since these deliveries are in kind they are, however, 
excluded from the military budget for 1951. This budget 
includes first a “project” of 580 billion francs, covering 
expenditures for current military services and some 220- 
240 billion francs for Indo-China, entirely financed out 
of French budgetary (tax and Treasury) resources. (In 
1949, 280 billion francs was appropriated for the “ordi- 
nary military budget,” and 140 billion francs for Indo- 
China.) An additional 170 billion francs will also be 
spent, partly for the equipment of a new division (about 
70 billion francs), and partly for additional expenditures 
for Indo-China (about 100 billion francs). These extra- 
ordinary expenditures will be financed by means of the 
American aid agreed on October 17, 1950, the former 
from the $500 million post-Korean appropriation of 
“offshore dollars” appropriated in July 1950 for the 
Atlantic Pact nations, which may be further increased 
by Congress after June 30, 1951, the latter from the 
Special Fund earmarked by the U.S. Congress for the 
Far East. The French military budget so far provided 
for, therefore, amounts to at least 580 billion plus 170 
billion francs, i.e., 750 billion francs. 

The French Government plans to raise its military ex- 
penditures further to 850 billion francs ($2.5 billion), 
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which is close to 10 per cent of the net national income, 
but no resources are at present available for this purpose. 


Source: Le Monde, Paris, France, October 20, 1950. 
Benelux Agricultural Agreement 


The economic union of the Benelux countries has been 
brought closer to completion by the Luxembourg Con- 
ference called to settle the problem of agricultural adap- 
tation. The free movement of agricultural products 
between Belgium-Luxembourg and the Netherlands has 
been made difficult by the wide gap in production costs 
and prices, which is largely attributable to a more ad- 
vanced Dutch technique, particularly in distribution. The 
gap in prices is further widened by the Dutch policy of 
subsidies. A solution to the problem of the hardships 
which free trade in agricultural products would cause in 
Beligum has always been looked for in a gradual raising 
of Dutch prices, the removal of Dutch subsidies, and the 
gradual adaptation of Belgian-Luxembourg agriculture 
to improved techniques. 

A protocol signed on May 9, 1947 provided a temporary 
solution. Minimum prices were applied to all agricultural 
products exported from one country to the other by means 
of a license tax by the importing country or by an export 
tax by the exporting country. Belgium-Luxembourg 
retained the tax receipts from its butter imports while 
the Netherlands kept its export tax receipts from vege- 
table products. 

The protocol of the Luxembourg Conference which be- 
comes operative on January 1, 1951, maintains the basic 
principle of “minimum prices,” which are however now 
restricted to products listed in the protocol, the main items 
being butter, eggs, beef, pork, sugar beets and certain 
fruits and vegetables. Minimum prices must be agreed 
by three governments, and arbitration procedure is 
provided in case of disagreement. Minimum prices will 
also be made effective only by special export taxes, the 
receipts from which will be divided equally between the 
Netherlands and Belgium-Luxembourg. Permission to 
close the frontier to farm products, which was possible 
under the 1947 protocol, and of which Belgium-Luxem- 
bourg recently made use to stop the import of Dutch 
apples, is now withdrawn. 

Sources: La Libre Belgique, Brussels, Belgium, October 
23, 1950; The Financial Times, London, 
England, October 23, 1950. 


Danish Butter Rationing 


The Danish Government has resigned, after parliament 
had decided to abolish butter and margarine rationing 
against the wish of the Government. Annual consump- 
tion of butter and margarine has been limited to 20,000 
metric tons of butter and 45,000 metric tons of margarine. 
According to the Minister of Commerce, the abolition of 
rationing would increase consumption to 35,000 metric 
tons of butter and 90,000 metric tons of margarine and 
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the cost in foreign exchange would be about DKr 185 
million (US$27 million). 

Agreement had been reached a week earlier between 
the Government and the two largest political parties 
concerning the extraordinary taxes of DKr 350 million 
which were to cover extraordinary military expenditures 
during the next two years. 


Sources: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, October 26, 1950; Harald R. Martinsen, 
Danish Letters, Copenhagen, Denmark, October 
27, 1950. 


Wages in Norway 


The Norwegian trade unions and the employers’ fed- 
eration have signed a new wage agreement, which in- 
creases the cost of living bonus by NKr 0.18 per hour 
for adult workers and NKr 0.09 for young workers. This 
means an increase in wages of about 6 per cent. All 
wage agreements due to expire before December 31, 
1951 have been prolonged for one year, and an automatic 
adjustment clause has been included in the new agree- 
ment. If the cost of living index on March 15, 1951, 
or thereafter, shows a movement of at least 5 points in 
relation to the index on September 15, 1950, all wages 
will be adjusted upward, or downward, by NKr 0.026 per 
hour per point of increase, or decrease, in the cost of 
living index. The agreement will be submitted to a vote 
by members of the trade unions and of the employers’ 
federation. 

The Minister of Commerce has stated that a wage 
increase of NKr 0.08 per hour would raise the cost of 
living index by 2.5 points; the new wage adjustment may 
therefore be expected to increase the cost of living index 
by about 5.5 points, so that a further adjustment on 
March 15, 1951 appears likely. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, October 27, 1950. 


Spanish Import Exchange Rates 


Spain has taken additional steps with a view to unifying 
her foreign exchange system. Under an order of the 
Ministry of Industry and Commerce, effective October 
18, 1950, the Spanish exchange system will be somewhat 
simplified by a new classification of imports. Imports 
essential to the national economy, i. e., raw materials and 
semi-processed goods, are now subdivided into six sub- 
groups. The exchange rate for imports in the A and B 
categories will be 16.425 pesetas per dollar, for the C and 
D categories 21.900 pesetas per dollar, and for group E, 
19.710 pesetas per dollar. Goods in group F are the 
official foodstuff imports, which are to be imported on 
the same basis as before. 

The system of licensing imports remains unchanged. 
Importers of group A and E goods will obtain all the 
necessary foreign exchange at the appropriate rate. Im- 
porters of groups B and C goods will obtain 60 per cent 
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of the required foreign exchange at the new rates and 
will have to buy the remaining 40 per cent on the free 
market. Importers of group D goods will be allocated 
only 40 per cent of the exchange required, leaving 60 
per cent to be purchased on the free market. Importers 
of other than essential goods lying outside the six cate- 
gories already listed will have to buy all their foreign 
exchange on the free market. No basic change has been 
made in the preferential rate system for exports. 
Sources: The Journal of Commerce, New York, N.Y., 
October 24, 1950; Spanish Economic News 
Service, Madrid, Spain, October 24, 1950. 


ltaly’s 1949-50 Budget 

During the fiscal year ended June 30, 1950, the as- 
sessed revenue of the Italian Government was 1,449 bil- 
lion lire, and committed expenditures 1,772 billion lire, 
on current account. The deficit on current account was, 
therefore, 323 billion lire, compared with 503 billion 
lire in 1949 and a similar figure in other postwar years. 

The cash budget on current account for the same period 
shows revenue paid in as 1,188 billion lire. Of this figure, 
1,104 billion were assessed in fiscal 1950, and are there- 
fore part of the assessed revenue of 1,449 billion lire. 
The assessed revenue not paid in during fiscal 1950 (345 
billion lire) is relatively larger than in previous years. 
It is almost entirely due to delay in the payment of extra- 
ordinary receipts, largely withdrawals from the ERP 
counterpart funds. The remaining 84 billion lire of 
revenue paid in during fiscal 1950 had been assessed in 
previous years. 

Expenditures on current account paid out during 
fiscal 1950 were 1,460 billion lire, of which 1,040 billion 
lire had been obligated during the same fiscal year, thus 
leaving expenditures of 732 billion lire obligated during 
that year but not yet paid out. 

Expenditures obligated in earlier years were respon- 
sible for payments of 420 billion lire in 1950. Both 
revenue assessed and expenditures committed during any 
fiscal year, which are not received or paid for during the 
same year, are maintained as assets or liabilities for the 
State, although not included in future budgets. During 
fiscal year 1950 the net increase in. outstanding passive 
arrears was 51 billion lire (732 billion minus 345 billion 
minus 420 billion plus 84 billion). This is a more satis- 
factory result than in the preceding postwar years, when 
an over-all amount of outstanding arrears in excess of 
1,000 billion lire was accumulated. The relation between 
the budget proper and the cash budget is, however, be- 
coming increasingly remote, and the budget proper, 
which is discussed by the Parliament, loses much of its 
significance in practice. The total revenue and expendi- 
ture figures of the cash budget are now approaching 
those of the budget proper, but the two budgets are 
entirely different in their internal structure. 

The largest item of cash revenue in fiscal 1950 was 
indirect taxes and customs duties (542 billion lire). 
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Receipts from monopolies also continued to play an im- 
portant role (178 billion lire), while direct taxes continue 
to be of less significance (132 billion lire). In 1950 
direct taxes were only 11 per cent of total cash receipts on 
current account compared with 22 per cent in 1938-39. 
The 1950 revenue was also inflated by withdrawals from 
the ERP counterpart fund, all of which pass through the 
budget, first as revenue and then as expenditure. 
Expenditures included public debt service, 101 billion 
lire; military personnel and defense, 287 billion lire; 
pensions, 93 billion lire; land reclamation and railroad 
construction and repairs, 116 billion lire; public ad- 
ministration, 268 billion lire; and exceptional expendi- 
tures (investments, price subsidies, repair of war 
damages, etc.), 335 billion lire. 
Sources: Gazzetta Ufficiale della Repubblica Italiana, 
Budget of the State, September 2, 1950, and 


Statistical Supplement, Treasury Account, Sep- 
tember 23, 1950, Rome, Italy. 


Italian Gold Imports from Switzerland 


Italian imports of semi-processed gold from Switzer- 
land have continued to expand during 1950, the Italian 
trade returns showing imports of nonmonetary gold in 
bars between January 1 and July 14, 1950 at 27.2 metric 
tons, practically all from Switzerland. Imports between 
January 1 and June 30 were 15.2 metric tons and between 
July 1 and July 14, 12 metric tons. As a result of the 
adoption of new statistical procedures, more recent 
figures are not yet available. In 1948 Italian imports of 
gold in bars had been virtually nil, whereas in 1949 they 
were 45 metric tons. 

Italian imports of gold in coins during the same period 
showed no important change. They amounted to 11.3 
metric tons between January 1 and July 14, 1950, while 
they were 36.6 metric tons during 1949 and nil in 1948. 
Virtually no exports of gold were reported. 

Most of this semi-processed gold is apparently first 
purchased in other countries, chiefly South Africa,~ and 
then processed in Switzerland and re-exported. To pre- 
vent the re-exportation of South African gold, more 
stringent regulations may be enforced by the Swiss Gov- 
ernment. The Swiss customs authorities have recently 
ruled that “gold wire,” actually gold bars, must be in the 
form of rings. 


Sources: Central Institute of Statistics, Statistica del 
Commercio con’ Estero, Rome, Italy, July 1950; 
The Financial Times, London, England, Oc- 
tober 26, 1950. 


Greek Trade Deficit with EPU Countries 


Greece’s adverse trade balance with other EPU coun- 
tries in the July-September 1950 quarter is reported at 
the equivalent of US$42 million, and the estimated trade 
deficit for the year 1950-51 is put at $180 million. Greece 
has been assigned for this year $115 million of indirect 
EPU aid. The increased trade dc‘icit is attributed to the 
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very low level of exports and to adverse world conditions 
as well as to the liberalization of import restrictions on 
certain essentials such as textiles, timber, iron, etc. 
Source: 7'o Vima, Athens, Greece, October 24, 1950. 


U.S. Aid to Yugoslavia 

- On October 25, the U.S. Government announced that 
it was sending to Yugoslavia 40 million pounds of edible 
dried beans, 10 million pounds of dried eggs, and 2 mil- 
lion pounds of Mexican canned meat, as the first food 
shipment under a larger aid program which is now under 
discussion. The sale prices of the food (which was 
owned by the Commodity Credit Corporation) were not 
disclosed, but officials stated that Yugoslavia is getting 
it for what amounts to a “token payment.” The ship- 
ment will be financed from the $2 million balance of an 
earlier. Export-Import Bank loan of $15 million. 

According to Yugoslav estimates adequate drought 
relief calls for total aid shipments to the amount of $105 
million. (For Yugoslav harvest losses, see this News 
Survey, Vol. III, p. 104). 

The U.S. Government has not yet determined the 
precise nature of the further interim measures to be 
taken to ensure immediate supplies; a longer-range scheme 
is expected in the November session of Congress. 
Sources: The Financial Times, London, England, Octo- 

ber 21, 1950; The Journal of Commerce, New 
York, N.Y., October 26, 1950. 


Middle East 


Egypt’s Trade and Exchange Policy 


In an attempt to increase essential imports which are 
not normally available from soft-currency countries, the 
Egyptian Government has added to the list of products 
which may be purchased in hard-currency areas and paid 
for in transferable Egyptian pounds from the “export 
account” (see this News Survey, Vol. II, p. 376). The 
list now includes industrial and pure chemicals, medical 
supplies, tanning materials, paints, rubber products, 
woolen textiles, building materials, vehicles and parts, 
and various machinery. 

Sources: Al Ahram, Cairo, Egypt, October 5, 1950; De- 
partment of Commerce, Foreign Commerce 
Weekly, Washington, D.C., October 23, 1950. 


Oil Production in Saudi Arabia 

Crude oil production in Saudi Arabia during Septem- 
ber amounted to 17 million barrels, or an average of 
590,000 per day, compared with daily outputs of 
560,000 in July and 500,000 in May. In the first nine 
months of 1950, production totaled 141.8 million barrels, 
or-an average of 520,000 per day, compared with a daily 
output of 480,000 in the same period of 1949. 
Source: Arabian American Oil Company, Press Release, 

New York, N.Y., October 13, 1950. 


INTERNATIONAL MONETARY FUND 


Far East 


Far Eastern Rice Trade 


Thailand’s rice exports in 1949 amounted to 2,680 
million pounds, compared with 1,790 million pounds in 
1948, 871 million pounds in 1947, and 2,920 million 
pounds before the war. The 1949 exports from Burma 
were 2,632 million pounds and from Indo-China 227 mil- 
lion pounds, compared with their prewar volume of 
6,535 million and 3,232 million pounds, respectively. 

Indian 1949 imports of 1,720 million pounds were less 
than in 1948, and were 46 per cent of the prewar average. 
China’s imports from other countries, including Taiwan, 
are believed to have been about the same as prewar. Im- 
ports into Japan of around 300 million pounds were 
nearly three times as great as in 1948 but less than 10 
per cent of the prewar average. Imports into Ceylon 
and Malaya, while not varying greatly from 1948, were 
73 and 65 per cent, respectively, of the prewar average, 
while those of the Philippines and Indonesia were slightly 
larger. 


Source: Department of Agriculture, Foreign Agriculture 
Circular, Washington, D.C., October 16, 1950. 


Indian Export Duty on Burlap 


The Government of India has raised the export duty 
on burlap, which prior to October 1949 had been Rs80 
per long ton, from Rs350 per ton to Rs750. The alloca- 
tion of burlap by the Indian jute controller for export 
to the United States and Canada ceased on October 1, 
thereby permitting the resumption of normal trade be- 
tween American importers and Indian suppliers. The 
duty is designed to secure for India a large portion of 
the high premium prices of burlap in the United States, 
which in the last few months have exceeded the ceiling 
prices fixed by the Government of India. For instance, 
the price of 40-inch 10 oz. burlap rose recently to a 
record level of 32.5 cents per yard against a ceiling price 
of about 16 cents. 

Sources: The Financial Times, London, England, Oc- 
tober 23, 1950; The Journal of Commerce, New 
York, N.Y., October 24, 1950. 


Pakistan's Sterling Balances 


The British Government has agreed to release 
further £2.5 million from Pakistan’s blocked sterling 
balances, to meet exceptional foreign exchange require: 
ments up to the end of December, when the matter will 
again be reviewed. 

By the agreement of last July covering the year to 
June 30, 1951, Pakistan was authorized to draw £15 
million for normal requirements and an additional £2.5 
million to meet exceptional requirements for the three 
months to September 30, 1950. The need for these 
special releases arises from the continuing trade dead- 
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lock between Pakistan and India, from which country 
Pakistan normally earns substantial sums in sterling. 


Source: The Times, London, England, October 21, 1950. 


China’s Industrial Development Corporation 


The Industrial Development Corporation was officially 
inaugurated in Peking on September 1, with an au- 
thorized capital of PBN 20 billion (about US$645,000) , 
half of which is to be raised by the sale of shares to 
private investors. Special efforts will be made to attract 
capital from overseas Chinese. Shares are freely negoti- 
able, and a dividend of 6 per cent per annum is guar- 
anteed for three years. The primary function of the 
corporation will be to invest in, and solicit subscriptions 
to, shares and debentures issued by industrial, mining, 
and communication enterprises “beneficial to. the _na- 
tional economy and the people’s livelihood.” It will also 
undertake to manage tke finances of, and act as broker 
for, such enterprises, subject to the approval of the 
Government. Plans have also been launched in Shanghai 
to organize a Shanghai Investment Corporation along 
similar lines. 

Sources: Far East Trader, New York, N.Y., October 18 
and 25, 1950. 


United States and Canada 
United States Imports 


A rise of $77 million in imports from Latin America 
was a major factor in the shift in U.S. merchandise trade 
from an export surplus of $65 million in July to an im- 
port surplus of $58 million in August (see this News 
Survey, Vol. III, p. 129). Almost the whole of this in- 
crease was in imports from Brazil, Colombia, Cuba, Chile, 
and Bolivia, imports of coffee increasing by $35 million, 
of sugar by $20 million, and of copper and tin by $14 
million. Imports from Asia, almost entirely of rubber 
and tin from Malaya and Indonesia, increased by $11 
million. About half of the increased imports from 
Europe came from the United Kingdom, major items 
being platinum and whiskey. 


Change from July to August 


Area Exports Imports Export 
Balance 
(millions of dollars) 
SEE CLOT — 5 — 3 — 2 
Other North America... — 1 25 — 26 
South America ....... 8 56 — 48 
occ 0a ese alesis 8 17 — 9 
he ae lac oc Vickey 5 11 — 7 
Australia and Oceania 1 —2 3 
Re aco te rai — 6 5 — il 
Special category exports 
(mostly military assistance) —24 — — 2&4 





Total 


—14 110 


—124 


Source: Department of Commerce, Press Release, Wash- 
ington, D.C., October 25, 1950. 








U.S. Money and Credit Developments 


In reviewing the recent expansion of bank credit, the 
increasing use of bank deposits, and shifts in holdings of 
government securities, the Board of Governors of the 
Federal Reserve System points out that bank credit to 
private borrowers and local government began to expand 
in May and during the third quarter increased 8 per 
cent or nearly $5 billion; this was larger than in any 
peacetime period of similar length. Loans to business 
accounted for about half of the expansion. The effect 
on the money supply was partly offset by large business 
purchases of government securities from the banking 
system; even so the money supply increased over $2 bil- 
lion. Larger public spending was financed in part by 
this increase in the money supply and in part by a rise 
in the turnover of bank- deposits to the -highest- level -in 
more than a decade. Since the rate of deposit use is 
still low relative to the 1920’s, the existing volume of 
deposits could be the basis for considerable further in- 
crease in spending. 

During and since the war, bank holdings of govern- 
ment securities have increasingly been in shorter term 
issues, and the liquidity position of the banks has thus 
risen above the customary level. These securities have 
carried relatively low yields, however, and with the in- 
creasing availability of other loans and investments, 
banks have tended to sell their short-term government 
securities. During the first half of 1950, bank sales of 
$2 billion were more than offset by increased holdings of 
non-banking investors, but in the third quarter the 
Federal Reserve System bought over $5 billion of-certi- 
ficates and notes. The effect on member bank reserves 
was held down to about $1.2 billion through Federal 
Reserve sales of longer term bonds and redemptions of 
bills. Additions to bank reserves were also offset in part 
by a $700 million outflow of gold. 

Source: Board of Governors of the Federal Reserve 


System, Federal Reserve Bulletin, Washington, 
D.C., October 1950. 


Canada-U.S. Industrial Mobilization Agreement 


On October 26 representatives of the United States and 
Canada signed an agreement resuming the wartime 
accord with respect to the coordination of militay_pro- 
duction. The agreement provides for: (1) consultation 
on planning for the production of war materials; (2) 
consultation on economic controls to eliminate conflict- 
ing measures; (3) equality of access to raw materials; 
and (4) minimizing trade barriers where defense ma- 
terials and production are concerned. New legislation 
by the U.S. Congress and the Canadian Parliament will 
be required in order fully to implement this agreement, 
which it is expected will open the way for large-scale 
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U.S. orders to balance more or less Canadian orders for 

U.S. military equipment. 

Sources: Winnipeg Free Press, Winnipeg, Canada, Oc- 
tober 23, 1950; The Wall Street Journal, New 
York, N.Y., October 27, 1950. 


Consumer Credit Controls in Canada 


On October 29 the Canadian Minister of Finance an- 
nounced the imposition of restrictions on consumer 
credit, effective November 1. Purchasers must pay 20 per 
cent down (for automobiles, 33-1/3 per cent), with a 
maximum installment period of 18 months. Exempted 
from the order are real estate, stocks, bonds, securities, 
goods for professional and business use, busses, trucks, 
implements and equipment for farming or fishing, and 
building materials. 

Source: The Journal of Commerce, New York, N.Y., 
October 30, 1950. 


Latin America 


Mexican Inflation Curbs 


The President of Mexico approved on October 18, 
1950 the following measures designed to combat rising 
living costs: (1) a $25.5 million loan to stimulate agri- 
cultural production ($3.5 million to increase the wheat 
crop, $3.5 million to increase the corn crop, and $18.5 
million for irrigation machinery and wells); (2) pro- 

‘ hibition of exports of cereals, oil-producing seeds, sugar, 
other essential foods, and wood used in construction, 
until domestic needs are satisfied; (3) increased export 
taxes on cotton and linseed to lower domestic prices; 
(4) prohibition of use of food products in the manu- 
facture of alcohol and fodder until the domestic food 
supply is assured; (5) distribution of grain stocks; (6) 
opening of more food distributing stations to sell basic 
foods at minimum prices; (7) publication of price 
quotations of food, medicines, and cotton fabrics. 
Source: El Mercado de Valores, Mexico, D.F., October 

23, 1950. 


New Development Bank in El Salvador 


Preliminary steps are under way for establishing a 
new banking institution in El Salvador to develop in- 
dustry and to stimulate the investment of Salvadoran 
capital in industrial enterprises. 

Source: The Journal of Commerce, New York, N.Y., 
October 26, 1950. 


Colombian Import Quotas 


Colombia has allocated an additional $15 million for 
import quotas in the year beginning September 15, to 
be distributed on the basis of licenses authorized between 


INTERNATIONAL MONETARY FUND 


July 1949 and June 1950.* This brings the total amount 
to $105 million (see this News Survey, Vol. III, p. 115), 
$60 million of which has already been distributed. 


Source: El Tiempo, Bogota, Colombia, October 5, 1950, 


Bolivian Exchange Budget 


The Bolivian Ministry of Finance has issued a revised 
exchange budget for the current year, with exchange in- 
come at $92 million and exchange expenditures at $97 
million. The earlier budget was balanced at $70 million, 
on the basis of estimated tin exports of 32,000 tons which 
would produce $50 million of exchange. The revised 
budget contemplates tin exports of 35,000 tons producing 
$73 million of exchange. There is, however, some 
question whether this level will be reached in view of the 
fact that.exports through July totaled 17,700 tons. 
Sources: La Razén, La Paz, Bolivia, September 24 and 

26, 1950. 


Argentine Control of Essential Stocks 


The Argentine Ministry of Industry and Commerce 
published on September 12, 1950 a new list of “critical” 
products, considered essential for Argentine industry. 
The list includes chemicals, medicinal products, ferrous 
and non-ferrous metals, minerals, electrical and radio- 
electrical goods, precision instruments, condensers, Diesel 
motors, tinplate, etc. Stocks of these materials must be 
declared to the Direction of Supply within 10 days. 
Under authority of a Government Decree of 1944, ar- 
rangements are to be made for their correct distribution 
in accordance with the industrial needs of the country, 
and for this purpose the Ministry of Industry and Com- 
merce is empowered to resort to allocation and quota 
schemes. 


Sources: La Prensa, Buenos Aires, Argentina, September 
13, 1950; Bank of London & South America, 
Fortnightly. Review,.London,.England, October 
7, 1950. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 


1818 H Street, N.W. Washington 25, D. C. 
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